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over would, at the tentative stage reached in 1899,
have involved borrowing* an indefinite amount of
gold for the purpose of convertibility. At the
sams time it was fully recognised that it was
essential to aim at the attainment, with the least
possible delay, of practical convertibility, such as
exists in France. Fortunately for the success of
the new system, from the first no difficulties arose
from any demand for gold on the part of the public
and any apprehensions felt In this respect proved
to be unfounded. Gold continued to flow into
India, and the first embarrassment which the
Government experienced in connection with the
new arrangements was caused by serious and
continued risks of a shortage of rupees commencing
early in 1900.
The Paper Currency Reserve.
10. It will at this stage be convenient to des-
cribe briefly the machinery by which the conver-
sion of sovereigns is carried out. The pivot of the
system is the Paper Currency Reserve, which is
held against the note circulation. The Presidency
Banks had at one time been authorised to issue
notes payable on demand, but this power was with-
drawn in 1862, when provision was made for the
issue of a Paper Currency through a Government
department, by means of notes of the Government
of India payable to bearer on demand. There is no
limit to the amount of the issues, but it is provided